Questionnaire for Yoshinkhel
Processes
Please describe the enti                                                                                                                                                                re process from the start of the process) until the end of the process for the processes in the table below.
	Question
	Your answer

	Describe the wholesale process.

Start: wholesale order from wholesale customer.

End: delivery of order to customer
	 After we get order, we get 30-40% advance . From that cost we buy wool then distribute  wool to the knitters with instructions. When it is ready , we deliver to the wholesale customer and get payment.
Most transactions are in credit basis.

	Describe the export sales process.

Start: export order from export customer.

End: delivery of order ro export customer.
	NA. At the moment



	Describe the retail sales process.

Start: customer in shop.

End: customer leaves shop with knitwear.
	NA, At the moment 



	Describe the procurement of raw material (wool?)

Start: production plan (or ad-hoc?)

End: delivery of raw materials to warehouse
	We plan as per order and then buy Readymade wool as per our choice of color, quality and quantity from wool wholesalers and keep in raw material warehouse. From the warehouse, we distribute wool to the knitters. 

	Describe the manufacturing process from start to finish
	Distribute wool to the knitters by weighing wool. Record distributed wool as per knitter's name. When knitter come with goods, pieces will be checked and if it is ok, send to finished goods stock otherwise send to maintain.


Management Accounting / Product Costing

	Question
	Your answer

	Do you create a budget? For example: on a yearly basis you estimate how much knitwear you will sell on you estimate how much the cost will be?
	Rs. 2,00,00000 Yearly 
Cost will be Rs 1,50,000

	Do the knitters write down or report their working time? 
	No . their wage is on piece basis. We have fixed wage on piece basis.

	Do you produce to order or produce and deliver to stock?
	We produce  and deliver to order

	Which costs are in direct relationship to your end-products (can be traced directly to the product)? Normally this would be direct materials and direct labor.
	Material , transportation cost on purchase material, labor cost 

	Do cost of labor (or labor time) and cost of material differ between products?
	yes

	Is there a big difference among selling price or manufacturing cost between different products? Can you give examples?
	yes

	What other costs do you have besides those directly related to the knitting of your products? E.g. transportation cost, housing cost, etc.
	Rent, salary for regular staff, Transportation for in carriage and out carriage, Communication Exp, Printing and Stationery, Utilities etc 

	Do you have spoilage? (Unacceptable units of production.)
	Yes

	Do you have rework? (Unacceptable units of production that are repaired.)
	Yes

	Do you have scrap? (Unused materials that are thrown away.)
	Yes . 


Taxes and reporting to the authorities
	Question
	Your answer

	Do you have financial reporting obligations to the Nepalese authorities? Can you desribe these?
	Yes. Financial Statement report to Tax office at end  fiscal year (June/July)

	Do you need to pay taxes? Can you describe these? 
	Yes. Corporate tax 26.5% of net profit

	Do you have to pay labor taxes for the people that work on the knitting wear?
	No.  


Cash Management
	Question
	Your answer

	Do you have a bank account?
	Yes

	Do you have cash and credit card income from your retail sales?
	Cash/Bank Cheque

	How do you arrange for incoming payments from wholesale and export customers?
	Incoming payments are deposited in saving account. As per need , withdraw cash as per need. Payments are made in monthly basis. E.g. Pay to knitters, rent, staff ,utilities, wool suppliers etc. 

	How do you pay your suppliers? Cash, bank transfer?
	Cash/ bank cheque (withdraw slip)

	
	


Numbers
	Question
	Your answer

	Number of suppliers?
	2

	Number of outgoing procurement orders?
	??????

	Number of customers on yearly basis? Please divide in retail, wholesale and export.
	Till now 2 wholesalers only

	Number of items manufactured (yearly)?
	7 items excluding different size

	Number of sold items (yearly)?
	7 items

	Number of knitters?
	35


Organization

	Question
	Your answer

	Who will be responsible for the financial administration? What is their level of education?
	Mrs. Sabina Matangi ,Graduate in Business Study. Sound knowledge in computer MS office and accounting package.

	Will it be possible to work with English software and manuals?
	Yes

	Do you have a computer on sit that is able to run a financial software package?
	Yes

	
	


Proposed solution (version 0)

From what I know now, I would propose to just follow the goods movement through the company and avoid making it too complex. This means I do not want to get involved in calculating standard cost and using these in your COA (chart of accounts) for variance analysis (for exaample efficient variances of materials used). We can, ofcourse, always do that in a later stage if you think you need more detailed information to manage the company.

In this proposed solution we would set up a COA that follows the following process:
Materials purchases ( Materials inventory ( Materials used ( Work-in-process Inventory (materials + Labor) ( Cost of Goods Manafactured ( Finished Goods Inventory ( Cost of Goods Sold.

Calculations:

· Materials Used = Beginning Materials Inventory + Purchases – Ending Materials Inventory

· You would have to inventory your materials inventory each reporting period (day, week, month, quarter, year, your choice)

· Cost of Goods Manufactured = beginning WIP inventory + Materials Used + Labor – ending WIP

· You would have to inventory your WIP each reporting period

· We would have to know how much labor hours were spent on making the product for each reporting period

· Materials Used is calculated in former step

· Cost of Goods Sold = Beginning inventory finished knitwear + Cost of Goods Manufactured – Ending inventory finished knitwear

· You would have to inventory the finished knitwear each reporting period

· Cost of Goods Manufactured are calculated in former step

We could then make the following statements:

1. Statement of Cost of Goods Manufactured

2. Income Statement

See the examples on the next page.
	Statement of Goods Manufactured

	Direct materials
	
	

	Beginning inventory
	30
	

	Purchases
	70
	

	Direct materials available
	100
	

	Ending direct materials inventory
	10
	

	Direct materials used
	
	90

	Direct labor
	
	175

	Total manufacturing cost
	
	265

	Add: beginning WIP
	
	20

	Total manufacturing cost to account for
	
	285

	Less: ending WIP
	
	30

	Cost of Goods Manufactured
	
	255


	Income Statement

	Sales
	
	335

	Cost of Goods Sold
	
	

	Beginning finished goods inventory
	15
	

	Cost of Goods Manufactured
	255
	

	Cost of Goods Available for Sale
	270
	

	Ending finished goods inventory
	35
	

	
	
	235

	Gross margin
	
	100

	Non manufacturing cost
	
	40

	Net income
	
	60


We would set-up accounts that could make these postings and statements possible.
